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RIVINGTON HOUSE HEALTH CARE FACILITY 


STATEMENTS OF INCOME AND RETAINED EARNINGS 

FOR THE YEAR5 ENDED DECEMBER 31, 2008, 2009, 2010, 2011 & 2012 

Yr. End Yr. End Yr. End Yr, End 

Yr. End 

Yr. End 


12/31/2008 

12/31/2009 

12/31/2010 

12/31/2011 

12/31/2012 

12/31/2013 

OPERATING REVENUES 

Skilled nursing lad Sty 

Net resided revenues 

$42524.058 

$40,223,338 

$36.198 028 

$36 607,063 

$33,993,968 

$32,707,708 

Adult day health care center 

$1.543x510 

SIMM 

$2.490,159 

$2.104,515 

S2.155.907 

ll.653.32S 

Total patient service revenue (net of 

contractual allowances and discounts) 

Provision for bad debts 1 1 




$38,711,576 

fSKS.PHI 

$36,149,875 

($162428) 

$34,566,636 

(5352.547) 

Net patient service revenue less 

provision for bad debts 

Other operating revenue 

WW2 


*654,023 

$33.406 564 

$35,987,447 

$34,214,089 

$858.475 

Total operating revenues 

S44.031S1Q 

$41653.425 

M1-M2.210 

F36 M7 526 

$31545^52 

S35.Q72.564 

OPERATING EXPENSES 

Medical and related fmctions (skilled nursing) 

$16,156,792 

$14,968,465 

$13,964,317 

$13,552,231 

$13,003,843 

$11,164,369 

Service departments 

$5,255,369 

$5,129,869 

$5,171354 

$4,915 786 

$4,695,142 

$4,492,575 

Oay treatment center 

$991,819 

$1,009,515 

SI. 080,544 

$1 168 986 

$1,191,097 

$1,175,478 

Administrative and general 

15,061.524 

$4,647,739 

$4,267,572 

$4,929 936 

$4,308,693 

$4,500,557 

Payroll taxes and employee benefits 

$5,358,674 

$5,561,302 

$5,737,070 

$6,036 278 

$5,560,636 

$5,681,210 

Depredation and amortization 

$4,608,291 

$4,353,305 

$3,774,518 

$3 450 893 

$3,237,397 

$3,823,095 

New York State revenue assessment 

$2,670,345 

$1,965,702 

$1,662,361 

$2,032,049 

$2,023,149 

$1,939,807 

interest 

$915,586 

$1,933,621 

$2,228,172 

5t.688.346 

SI .364.695 

$461,056 

Bad debt 

$396 J 02 

$283,624 

$622,679 

V. 



Total operating expenses 

$41414.524 

$39.653.242 

$38.529.107 

S3LZ315Q5 

S3 S 604.653 

$31231 H7 

Operating gain 

$1521422 

S2.BQQ.Qa7 

$2813 103 

$1193.021 

$942, 

$1331111 

Nonoperating revenues 

Contributions and grams 

$10,189 

$40,422 

$36,000 

$7,948 

$13,255 

$4,066 

Investment Income (Note 3) 

($1,628,358) 

$2,847,348 

$1,296464 

$148 189 

$1,351,380 

$1,559,240 

Interest Abatement (Note 11) 



- 

*- 

- 

$3,923,303 

Other revenues 

$53,622 

$27,465 

$3,019 

$1,454 

$2,006 

$133,533 

Reserve an Intercompany receivables (Note 1) 

($1.460 0951 

V 

•_ 

*_ 

•_ 

*_ 

Total nonoperating revenues 

($3.224.642) 

$19 15235 

$1.335.483 

$157 591 

H 366 641 

I5.fi20.142 

Change In unrestricted net assets (Exhibit C) 

$299,764 

$5,715,332 

$4,146,586 

$1,350 612 

S2.308.941 

$7,454,559 

Provision for bed debts on due 

from related entities (Note 1 ) 


*- 


*- 


$968,892 

Change in unrestricted net assets 

after other changes (ExhWt C) 




- 

- 

$6,485,667 

Net assets - beginning of year 

$2124152$ 

S24.143.2S9 

S21fl5fl.fi2.1 

$34,007.217 

$35,357.529 

$37,556.770 

Net assets - end of year (Exhibit A) 

$24.141299 

S29.a5fl.fi21 

$31007,217 

$35.357.529 

$37 fififi 770 

S52.575.flfifl 


11 See Independent audtor's report 

Bad debts re classified, per Accounting Standards Update (ASU No 2011-07) 
to be associated with patient service revenue. 


The accompanying notes are an Integral part of these statements. 
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Part One: Discussion of Income and Expense Statements 
We have previously indicated that the bed usage (occupancy rate) at the Rivington 
House has been steadily dedining over the past decade. The property at this time has 
a focus on the care and treatment of AIDS patients. Also, as noted, AIDS is now 
generally considered to be a manageable, chronic, disease, rather than a death 
sentence. The need for nursing home beds to accommodate the seriously ill or 
terminally ill AIDS patients has now drastically declined. 

Typically, in New York State, revenue to the SNF is derived from either Medicaid, 
Medicare, long-term care insurance, or private pay. The bulk of the revenue is from 
Medicaid (which is from New York State and the federal government). However, new 
regulations in New York State (effective as of May 7, 2014, Medicare Managed Care 
Programs, Sub-Part 360-10) now require that most Medicaid recipients are required to 
receive health care services from a Medicaid Managed Care Organization (MMCO). 
After March 21, 2014, all adults becoming permanent nursing home residents are 
required to enroll in managed care plans in New York City (upstate requirements are 
slightly different). Those already in a nursing home before June 1 , 2014, will remain on 
a “fee for service" basis for nursing home care and are not required to join a managed 
care organization. 

At present, there is currently no official policy that determines the rates paid by 
managed care organizations to nursing homes. Most knowledgeable observers 
anticipate a transition period of at least two years where nursing homes are based on 
the existing rates (see chart of 2012 rates). In Medicare, a person can go to any 
provider that accepts Medicare. With managed long-term care, not every provider (i.e., 
nursing home) will be in every MCO’s network. We believe that, with the few SNFs 
that service the AIDs-related community, the subject facility will retain at least the level 
of patients and residents as before the MCO regulations. Nursing homes require a 
substantial investment in capital expenses. At this time, it is difficult to determine how 
the MCO will also provide for necessary capital improvements. Prior to the latest 
regulations, rates had been set at a per diem amount by Medicaid, based on the 
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services offered at each facility. The subject property is considered to be a "specialty 
facility” based on the AIDS beds at the property. We have examined the per diem 
rates at all other AIDS facilities in Manhattan (see charts in Addenda, with yellow 
highlights for applicable, comparable properties). The Medicaid reimbursement rate for 
the subject property, as of January 1 , 2012, is $462.18 per day patient "Medicare non- 
eligible rate.” This is comparable to most other SNF properties offering the same 
services. The chart below provides a summary of the comparison rates for Medicare 
non-eligible patients at facilities specializing in treatment of AIDS patients. We 
emphasize, again, that these fixed rates are subject to change under the new 
regulations. However, without a clear directive as to the amount of the current 
compensation, we are making the assumption that, for this appraisal, overall revenue 
would be generally equivalent to the prior amounts. 


SUMMARY OF COMPARISON RATES 
MEDICARE NON-ELIGIBLE PATIENT RATES 
PRIMARILY TREATMENT OF AIDS PATIENTS 





MEDICARE 



EFFECTIVE 

NON-ELIGIBLE 

COUNTY 

FACILITY 

DATE 

RATE 

New York 

The Robert Mapplethorpe Treatment Facility 

January 1, 2012 

$410.06 

Nassau 

A Holly Patterson Extended Care Facility 

January 1, 2012 

$571.39 

Bronx 

Bronx-Lebanon Special Care Center 

January 1,2012 

$461.10 

Bronx 

Casa Promesa 

January 1, 2012 

$416.56 

Bronx 

Help PSI Inc 

January 1, 2012 

$374.86 

Bronx 

Highbrldge-Woodycrest Center 

January 1,2012 

$455.56 

Suffolk 

John J Foley Skilled Nursing Facility 

January 1, 2012 

$373.44 

New York 

Rivington House-The Nicholas A. Rango SNF 

January 1, 2012 

$462.18 

Kings 

Schulman and Schachne Institute for Nursing 

January 1, 2012 

$499.59 

Bronx 

St Barnabas Nursing Home 

January 1, 2012 

$461.98 

Richmond 

St Elizabeth Ann’s Healthcare Rehab. Cntr. 

January 1, 2012 

$451.77 

New York 

St Mary's Center Inc 

January 1, 2012 

$443.84 

New York 

Terence Cardinal Cooke Healthcare Center 

January 1, 2012 

$458.35 
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Private pay rates are not regulated and can vary for each facility. The rates can exceed 
$12,000 per month in many parts of New York City. Thus, few patients can typically 
afford this enormous cost for long. More than 90% of SNF residents in New York State 
are or become reliant upon Medicaid after a relatively brief period. The charges include 
basic services, such as room and board, general nursing care, housekeeping, linens, 
personal care, medical records and services and recreation. Other services, including 
physical therapy and medications are usually additionally billed, although many 
pharmaceuticals would be covered in part by the Part D drug program. 

As we discussed previously, the bulk of the revenue will now be from a Managed Care 
Organization, rather than directly from Medicaid. While the flow of revenue should be 
similar to that derived prior to the new regulations, the system is in a state of transition and 
it is difficult to determine the future level of gross long-term revenue. 

We note that, in New York State, once an individual is institutionalized (a resident of a 
nursing home) that individual cannot be moved out of that home once their personal 
resources have become exhausted. Thus, a for-profit SNF that may prefer private pay 
residents and which offers a higher level of physical plant and range of services will 
eventually arrive at basically the same ratio of Medicaid patients to private pay residents as 
any other facility. 

Based on our discussion above, we have reviewed the operating history of the 
Rivington House for the prior five years from Year-End 2008 through Year-End 201 3. 

We find that during those prior six years, the total operating revenue has declined from 
$44,938,910 in 2008 to $35,072,564 as of Year-End 2013, or a reduction of 
approximately 22%. In fact, the patient revenue declined in every year from 2008 to 
Year-End 2013. 

We found that operating expenses also declined, with the loss of patients. For example, 
medical and related functions declined from $16,156,792 to $13,003,843 by Year-End 2012 
and then to $1 1 ,164,369 by Year-End 2013. However, the savings in operating expenses 
could not make up for the overall loss in operating revenue. 
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When we view the net operating gain (i.e., net income), exclusive of nominal contributions, 
investment income and other nominal revenue, the net income to the property has 
declined from $3,524,406 at Year-End 2008 to $942,300 as of Year-End 2012, but then 
increased to $1 ,834,417 by Year-End 2013. This pattern of declining net income has been 
prevalent for at least the last five years of our review of the statements of income and 
retained earnings. The unusual increase in 2013 is an anomaly, due to a sharp drop in the 
cost of medical and related functions. 

The Year-End 2011 was $1,193,021, while the Year-End 2010 income was $2,813,103. 
The 2013 amount was $1,834,417. The average of the three years {excluding 2012) is 
$1 ,946,847. If the net income can be increased to a level of the average of those three 
years ($1 ,946,847), the capitalized value, at 8.5%, would be a more realistic 
$22,904,082, (Rd) $22.900.000 . 
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Part Two: Direct Sales Comparison Approach 

The sales comparison method often has validity in the analysis of a skilled nursing 
facility. Thus, we have examined the value of the property on the basis of a group of 
sales of comparable skilled nursing facilities in the New York area. Value on the 
comparable sales basis is typically predicated on the price per bed. We note that the 
sale of a nursing home (residential health care facility [RHCF] or skilled nursing facility 
[SNF]) differs from the sale of almost any other type of real property, since the purchase 
price of a SNF reflects both the real estate and the operations within the real estate. In 
each case, we have found that the sales were from a non-profit, or voluntary owner, to a 
for-profit, or proprietary purchaser. Our analysis of the comparable sales, therefore, 
includes the overall value of each property as a nursing home, rather than merely the 
real estate (the land and building) exclusive of the so-called FF&E (furniture, fixtures 
and equipment) vital to the SNF operation and the goodwill and name recognition of the 
existing operation. 


Our search for recent sales encompassed the entire New York area, from 2012 to 
October 201 4. The following sales are deemed most applicable to the analysis of the 
subject property. 


RECENT SALES Of SNF PROPERTIES • NYC AND ENVIRONS 


NAME 

ADDRESS 

SALE 

APPROVAL 

DATE 

SEILER 

PURCHASER 

(TYPE! 

NO. 

BEDS 

PURCHASE 

PRICE 

(OPERATIONS 

&R.E) 

PRICE 

PER 

BED 

Katcri Residence 

150 Riverside Dr,, NYC 

10/11/2:12 

Voluntary 

Proprietary 

520 

560,000,000 

$153,846.15 

HoJIiswood Care Center 

195-44 Sagamore Av, Qni. 

5/7/2013 

Voluntary 

Proprietary 

314 

$33,700,000 

$107,324.84 

Bishop H. Hucfes Nursing Home 

1834 Fulton St, Bklyn 

7/16/2014 

Voluntary 

Proprietary 

240 

$29,34 5,000 

$122,270 

Holy Name Home 

1740 84th St., Bklyn 

6/16/2011 

Voluntary 

Propr etary 

200 

$17,262,500 

$86312.50 



111 Total average it based on total beds and total 

Average 

purchase price. 

$117,438 
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DISCUSSION OF SNF SALES 
We have found that, generally, larger properties can offer the benefits of economies of 
scale. This includes almost the same size of administrative staff, including senior 
executives, for a 200-bed facility as for a 400-bed facility. The savings per bed can be 
substantial. This also holds true for the maintenance staff, which would have essentially 
the same amount of HVAC equipment, elevators, etc., for a larger facility as for a 
smaller one. 

This is reflected generally in the price per bed. Various other factors are involved in the 
price of each sale, but the size of the facility is a major factor. 

We find that, on an overall basis, with equal weight being given to each facility, the 
overall average price per bed is $1 1 7,438. With the dramatic impact of the new 
Medicaid regulation on the business, we must adjust the sales down by approximately 
15%. Thus, $117,438 less 15% ($17,616) - $99,822 per bed. The overall value for the 
subject property, based on the analysis of recent sales, is as follows: 

219 beds @ $99,822 per bed = $21.861.018 . 

(Rd) $21.860 JQflQ 
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Summary of Values and Reconciliation : 

We have analyzed the operations of the subject SNF, known as Rivington House, on 
the basis of capitalization of income and on recent sales of SNF properties. The 
property is operated as a voluntary, or non-profit SNF. As we have discussed, due to 
declining bed usage rates, as well as the inability of Medicaid reimbursement rates to 
fully meet the increase in operating costs (per bed), the net income has declined for the 
past several years. Although almost all the recent sales of this type of facility are from a 
voluntary (non-profit) to a proprietary (for profit) operator, we do not see a substantial 
increase in net income as a result of any change in the status of the owner/operator. A 
“for-profit" owner would have to pay full real estate taxes (approximately $905,049 this 
year). (See Assessed Value and Real Estate Tax Analysis section in appraisal.) We 
believe that additional revenue from private pay patients would not meet the additional 
loss of income due to the required payment of full real estate taxes. Further, as we 
have noted, private pay patients will almost invariably have to eventually rely on 
Medicaid reimbursements, due to the depletion of personal funds resulting from the high 
cost of the SNF daily rates. We have also discussed the impact of the new MCO 
regulations on the SNF revenue. 

Part One : Value as a “non-profit" SNF 

(as per analysis of actual income and expenses): $22,900,000 

Part Two : Value as a “non-profit” SNF 

(as per recent sales): $21 ,860,000 


Conclusion of Value : 

Based on our analysis of the recent and potential income and expenses, as well as on 
our review of recent SNF sales, we conclude to a value of $22.900.000 . Emphasis is 
placed on the capitalization methodology. 
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CERTIFICATION 


I certify that, to the best of my knowledge and belief, 

■ The statements of fact contained in this appraisal report are true and correct. 

■ The reported analyses, opinions, and conclusions are limited only by the reported 
assumptions and limiting conditions, and are my personal, unbiased professional analyses, 
opinions, and conclusions. 

■ I have no present or prospective interest in the property that is the subject of this report, and 
I have no personal interest or bias with respect to the parties involved. 

■ My compensation is not contingent on an action or event resulting from the analyses, 
opinions, or conclusions in, or the use, of this report. 

■ My analyses, opinions, and conclusions were developed, and this report has been prepared 
in conformity with the requirements of the Uniform Standards of Professional Appraisal 
Practice (USPAP) and the Code of Professional Ethics and the Standards of Professional 
Practice of the Appraisal Institute. 

■ The use of this report is subject to the requirements of the Appraisal Institute relating to 
review by its duly authorized representatives. 

■ As of the date of this report, I, Sheldon Gottlieb have completed the requirements of the 
continuing education program of the Appraisal Institute. 

» I have made a personal inspection of the property that is the subject of this report. 

■ In the preparation of this appraisal report others assisted in the gathering of the information, 
comparable sales, inspection of property, etc. However, no one other than the undersigned 
prepared the analyses, opinions, and conclusions concerning the value of the real estate set 
forth in this appraisal report. 

■ I have performed no (or the specified) services, as an appraiser or in any other capacity, 
regarding the subject property within the three-year period immediately preceding this 
assignment. 


Sheldon Gottiieb, MAI 
Certified New York State 
General Real Estate Appraiser 
Certificate No. 46000000579 
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Overview of Nursing Facility Capacity, Financing, and Ownership 
in the United States in 2011 
Jun 28 , 2013 
Introduction 

Nursing facilities arc n major provider of long-term t are services in Ihe United 
Stati*. These facilities provide medical, skilled nursing, and rehabilitative services 
on an iMjMlicnl basis hi individuals who need assistance performing activities of 
daily living, such as bathing and dressing. Nursing facilities are one part of the 
long-term care delivery system that also includes home and community based 
services, hut their relatively high cost has led them to he the focus of much 
attention from policymakers. Nationally, spending on nursing facilities across all 
payers totaled $143 billion in 20 10.* The majority of this spending was financed by 
Medicaid, as most families cannot afford the high cost out-of-|KK.*ket and Medicare 
benefits for these services are very limited. 

With the aging of the population in the United Stoics, more individuals will need 
long-term wire win ices in the future, pmv ided in both the community as well as in 
facilities. By 2040, 20 (H'rx ent of the IJ.S pupulalmn will be 65 ur older, compared 
to k \ percent in 2010.* Beneficiary preference os well as cost and quality concerns 
have driven states to shift lung-term cure services pruvided in facilities into the 
community to reduce Medicaid spending.* However, us demand continues to 
increase for long term care, the characteristics, capacity, nnd caa* quality of 
fan I it ics remain subjects of concern among consumers and policy makers. 

This brief examines data from the Online Survey, Certification, ami Rc|Ntrtmg 
(OSCAR) system, a database that contains detailed information on Medicaid and 
Medicare certified nursing facilities. It builds on previous analysis nf the OSCAR 
system, 4 and looks at the most current year of data, 20U, as well as trends going 
back to 2006 The brief discusses how* data on nursing facil ities are collected and 
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examines ;i variety uf facility characteristics such as facility ownership ami number 
of beds for all 50 slat cs, DC, anti the LJ.S. For additional information <m the OSCAR 
system and methods underlying this a nitidis, see Appendix 1. 

How 15 DATA ON NURSING FACILITIES COLLECTED? 

Nursing facilities arc subject to regulation on both the state and Federal level to 
ensure llial quality rare is provided to residents. Following studies done on the 
quality of care in nursing facilities by the I list it tile nr Medicine in the 1980s, 

Congress passed the Nursing I Ionic Reform Act (OBRA, 1987). The Act was passed 
with the goal of ensuring that residents receive quality rare and certain services to 
achieve well-being. 3 Under the regulations stemming from OBRA, facilities must 
comply with certain provisions to obtain certification to receive paymcnls from 
Medicaid and Medicare These provisions include, among other tilings, regular 
resident assessments to he used in rare planning and surveys to ensure compliance 
with Federal regulations related to staffing and quality of life. 

After an initial survey by a state survey and certification agency, facilities are 
surveyed at least every 15 months to continue certification. Surveys may also be 
nindurted more frequently if needed to determine if facilities have corrected 
deficiencies, if there are substantial changes in management or reorganisation, or if 
there were complaints related to substandard care. These surveys involve on site 
inspections for compliance with iihoitl 170 federal regulatory requirements wIulIi 
includes observation, review of facility and resident records, and interviews with 
residents, staff, and family members Data from the. surveys arc compiled to create 
the federal OSCAR database. 

OSCAR contains data on facility, staff, and resident eharaet eristics. The data also 
contain information on deficiencies related to quality in facilities. System checks 
are in place to protect against biased surveys and incorrect deficiencies, hut under- 
reporting may stilt occur. In addition, since each state uses fls own surveyors, stale 
differences should lx* interpreted with million as inter-survey reliability may be a 
factor in the reporting on the differences in quality of facilities. 

WllAT IS THE CURRENT CAPACITY OF NURSING FACILITIES? 

The number and capacity nf facilities is critical as sufficient capacity in both 
institutional and community-based settings an* needed to accommodate long-term 
can* user preference. In 20a, 15,465 facilities were surveyed in all 50 slates and DC 
(Table 1J. 1 These facilities contained n total of 1,646, no:* beds and served 1.4 
million tcsidciits ut any given lime (Table is). The number of facilities and residents 
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remains steady from previous years {Figure 1). States vary on the number and size 
of f.idlitie*, which may be a result of different lev els of need across states as well as 
some* slates shifting moo* care towards home and mmnuiuity-based settings. 


Rfyti i 

Number of Nursing Facilities in the United States, 2006-2011 
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Figure 1 : Number of Nursing Facilities In the United States, 2006-2011 


1 'nrilititn m mss tin: U.S. averaged loH.g beds |*er facility in ani i. F.u ility size lias 
been correlated with quality of care, with research .showing thul larger facilities 
often deliver poorer quality of care as compared to smaller facilities. 1 States vary 
greatly in average facility size, ranging from an average of 186.0 beds per facility in 
New York to 42.5 beds per facility in Alaska (Figure a & Table u). 
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Average Number of Certified Nursing Facility Beds Per Facility by State, 2011 



Figure 2 . Average Number of Certified Nursing Facility Beds Per Facility by 
State, 2011 


Occupancy rates are an indicator of capacity as well as the financial health of the 
facility. A facility occupancy rate is calculated by dividing the mmil>er of resident 
in n facility by the mnnlvcr of certified beds (excluding residents in uncertified 
beds). In aun, the overall occupancy rate nationwide was 83 iwccnl, but rales 
varied dramatically across the country' with six states having less than 70 percent 
occupancy while 10 states had more than go percent uccuiuncy Cl able 4). Overall 
occupancy rates have declined slightly in Hie past five years (from over 85% In 
21106), despite a slight increase in the total number of residents; these trends may 
indicate an excess of beds in stales with lower (Rtii|uiricy rules * 
t/ ^m./Hachdl ^OFcar/ltoiLnh/nsrAR^ar>Drafiy»a«itifi ft Li.duLxg..ftnHl 

How ARE NURSING FACILITIES FINANCED? 

licensed nursing facilities must he certified to be able to accept Medicare nr 
Medicaid residents, but participation in these programs is voluntary Medicaid and 
Medicare have separate certification reepuremeuts, and facilities may be certified 
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for either one nr hoth. In soil, almost all facilities (95%) were certified for both 
Medicare and Medicaid (1 able 5). 


Hfort 3 

Percentage of Nursing Facility Residents by Primary Payer 
Type, 2011 



Medicaid was the primary |w\it fur over f>3 percent of miming futility residents. 
Medicaid may tiecuuic Ihc primary payer of uurcing facility serv ices once residents 
have exhausted or have spent down personal assets paying for care. In addition to 
Medicaid, 22 percent of residents were private pay, and Medicare accounted for the 
remaining 14,5 percent of residents (Figure 3). Medicare covers short-term nursing 
facility stays for residents following 11 hospital stay, while private pay residents ure 
paying for their care directly nut of (tnekei Since 21106, the percentage of residents 
paid for by Medicaid has declined somewhat from 65.4 percent. 

Payer mix in facilities is of interest due to research that demonstrated a 
relationship between high Medicaid occupancy and poor quality in nursing 
facilities The decline in the number of Medicaid residents relates to both the 
shift from institutional levied care to the community as well as a desire for facilities 
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lo increase the share Medicare nnd private pay residents due tu the historically low 
reimbursement rates from Medicaid (Table 6}. n 
f /Ugn^/lUarhrll^r ?,ia^ir/Km^i1^/L>^CAR%-Ail 

Not all states have similar patterns of residents and payers. For example, Medicaid 
pay's fur 47 |>erceiil uf all residents in lmva, while private sources cover an 
additional 45 percent of residents. In contrast, in states with similar population 
si/es, such as Ahuskii and IK!, Medicaid pay's for over 80 ivercent of residents in 
nursing facilities. 

Who owns nursing facilities? 

Nursing facility ownership remaiiis a central focus of research and t>olicy given 
debate over its relalionship with quality of care.* 2 Research indicates that for- 
profit, or proprietary, facilities may have poorer performance on quality measures 
or lower staffing levels than iion-profil or government facilities 12 Nationally, 68 
percent of facilities arc for-profit (Figure 4, Figure 5), but this share varies 
dramatically by state (Table 7), In some states, including Arkansas, Oklahoma, ami 
Oregon, over 80 percent of facilities are for-profit, while in Minnesota and South 
Dakota, more than half of facilities are owned by non-profit entities. Government 
facilities arc a small percentage (6%) nationally, but in states like 1 Imvnii and 
Nebraska, these facilities are more prevalent 
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Facility Ownership and Affiliation, 2011 
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Figure 4: Facility Ownership and Affiliation, 2011 
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Percentage of For-Profit Nursing Facilities by State, 2011 
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Flguro 5: Percentage of For-Profit Nursing Facilities by State, 2011 


In addition to ownership, affiliation of facilities has also been linked to staffing 
levels and quality. Over half of all facilities aw owned by chains or corporal inns 
that own multiple facilities (Table B). Chains aw typically for profit entities and 
have Invn associated with pour staffing anti lower quality. 14 Chain ownership has 
increased in the List five years* leading policy makers to call for more transparency 
and additional oversight. 14 Hospital-based facilities make up n small portion of 
facilities in the U.S., blit in certain states, they account for over a quarter of all 
facilities. 


Discussion 

Over the lust five years, facility characteristics and capacity have remained steady, 
bill with the aging of the population, the demand for long-term care services is 
increasing. Resea rah has shown that a majority of pcuplc over the age uf 65 will 
need long-term care services for an average of three years, and an percent of people 
will need mow than five years of services. 14 The percentage of the population over 
the age of 6 5 is expected to Increase as the “baby boom" generation ages, and 
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specifically the number of people 85 and older are expected to grow from 5 8 
million in 20 in to 19 million in 2050.^ The next few decides will require states and 
policy makers to determine sufficient capacity to accommodate long-term rare user 
choice in both institutional and community-based settings. 

Home and community-based services have increased over the past decade due to 
llut desire, of long-term care users lo stay in the community as well ns the 
availability of new and expanded options for slatcs.-^^ States, along with the 
federal government, have rcsjmndcd lo these preferences by shifting individuals 
out of facility based care and into alternatives in the community Following the 
Olmstcad ruling in states have increased their focus on providing home and 
rmuiminity-kiscd services* Stales provide Medicaid home and community based 
services through their state plan benefits packages, waivers, and other federal 
demonstrations such us Money Follows the Person. 1 * In addition to a preference fur 
services delivered outside of facilities, research has shown that long-term care 
service#, delivered primarily through home and community-bused waivers, can 
provide care at a lower cudjm** Stales mid the Federal government, specifically 
Medicaid, will continue lo !>e the primary payers of long-term care, in the ahsence 
of private insurance options, and will need lo evaluate their options in firumring 
these much-needed services. 

Facility chaniri eristics, such as ownership, remain important to polity makers and 
consumers because of their relationship with quality of care. For-profit and chain- 
owned facilities continue to be the majority of facilities, and concerns about quality 
of care provided in proprietary (\h ililirs persist, A recent U.S, Government 
Accountability Office report found that nursing facilities that were for-prnfit or 
owned by private, investment firntb were more likely to have deficient ies than non- 
profit facilities.* 1 Other studies have found that for-profit facilities may have lower 
staffing rates as compared to iiou-profit facilities, wliicli can lead lo higher levels of 
deficiencies. 1 * States vary in the distribution of facilities by ownership, so 
continued monitoring of facility ownership is needed by states to ensure a high 
quality of care is provided at these facilities. 

Conclusion 

Nursing facilities are one purl of the long-term cure delivery system that provides 
services to Individuals who need assistance performing activities of daily living. 
Willi Medicaid as the primary payer for these services, stales and the Federal 
government have an interest in the. capacity and financing of the rare provided in 
these facilities. Preferences for home and community-based services as well as 
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concerns about ownership and quality remain important issues for policy makers 
anil consumers over the next few yearn. Data from OSCAR unci other sources will 
continue In provide necessary’ information tn inform decision making 


TABU I) IOTA! NUMBER OF CEBTtFIED NURSING FAC 11171*5 IN TUI U S 
BY CAtniDAH YEAR 


STATl 

AJC 

Al 

AS 

A/ 

CA 

CO 

1004 

II 

119 

IK. 

iii 

Cm? 

30/ 

2007 

« 

IM 

11/ 

IM 

UP/ 

TO? 

14 

>'> 

2U 

111 

W* 1 

704 

2009 

IV 

)¥) 

lit 

115 

1.7/6 

317 

2010 

14 

7/S 

J41 

13ft 

1,7/9 

711 

ion 

)A 

ns 

nii 

141 

1,»V 

JM 

GT 

nc 

Oft 

n 

f*A 

s 

: 

AS 

AY 

LA 

WA 

MO 

m 

W 1 

vr 

7n 

Al 

i.;i 

IM 

AO 

41> 
f -7* 

® 

W 

ta/ 

45/ 

no 

411 

2JI 

11 

44 

r>5f 

J44 

41 

4 TO 

7p 

/•/ 

VO) 

111 

/!« 

Jfli 

4 Jfl 

Ui i 

10* 

n» 

m 

19 

45 

i./l 

ISO 

« i 

504 

145 

?fl6 

785 

415 

! J " 

110 

1 4| ' 

7*L 

19 

40 

r./i 

JS5 

AS 

445 

7* 

w 

495 

n/ 

78/ 

/BA 

All 

7J0 

10/ 

*36 

3 ih~ 

17 

6A) 

TJO 

4) 

447 

r? 

7|4 

>09 

119 

/•ft 

70/ 

429 

716 

104 

429 

W 

19 

46 

I4U 

7ft/ 

Ift 

**1 

79 

779 

511 

140 

3» 

7A7 

4/0 

775 

10/ 

47/ 

IS) 

51/ 

TO) 

64 

4J1 

ft* 

2t? 

M* 

MO 

Mi 

Ml 

Hi 

Ntt 

HL 

37* v* 

wvi so/ 

«u too 

a% av 

4/0 A I A 

At ft? 

371 * w 

Mil 

tn 

1VI 

V) 

416 

ftl 

. m 

w 

515 

/in 

0/ 

4// 

B4 

334 , 

3A6 

41/ 

70/ 

no 

471 

ft6 

Ul 

W 

7* 

01 

74 

M 

w, 

// 

HI 

350 

IV4 

TV/ 

)>« 

3*7 

347 

MM 

;o 

/0 

OV 

/i 

IQ 

14 

WV 

a; 

41 

4/ 

59 

VO 

51 

HT 

64) 

MS 

MO 

r.iA 

614 

M) 

INI 

, 9/A 

9)8 

•/so 

94 3 

961 

945 

OA 

11/ 

3 Ur 

IIS 

3/2 

319 

3»7 

lift 

1)1 

114 

12$ 

12/ 

US 

1/9 

PA 

W 

m 

W 

71V 

;u 

/n 

lil 

1/ 

05 

M 

A/ 

15 

84 

y 

IW 

lb? 

1/1 

i/9 

14% 

IM 

i** 0 

10/ 

106 

100 

no 

II) 

II) 

m 

114 

11 V 

, w 

114 

370 

30/ 

ju 

M04 

vr> 

1,141 

1*174 

1*101 

Utt 

VI 

*> 

04 

94 

V 

9V 

6/ 

V" 

700 

m 

781 

7AI 

3«7 

7#6 

Yl 

AO 

10 

AO 

39 

40 

40 

WA 

, 11/ 

Uf 

117 

17* ?-■ 3D 

711 

Ul 

1/4 

MW 

55N* 

IM 

IM 

ni 

WV 

10V 

IJ1 

i 111 

13/ 

M 

91 

W» 

3V 

to 

17 

19 

W 

31) 

US 

n,m 

15*111 

15.411 

1 I5j658 

14,43> 

14,444 






»QfI3 


108 


irryrjuM 


(*cr«c*cfNuitttitiK&rr(~paott h«ncina rnlUrnmoctoltaUnMCUaci r *nnj f he Mary J Ka*=i I zvAf rixr*taSLr 




TA01E it TOTAl MUlittft Of CERTIFIED ftUllSING f ACUITY BEOS I* THE U.S 
BY CilINQJUt YEJLfi 

2007 

m 

iM4i 
74,511 
14.4 11/ 

IH. W 
!VJ9 

2.5?7 
4,005 
79.no 
18„WJ 
3,61/ 

KU16 

43 * 9 // 

71.96 *» 

3*,”? 

.14,645 
4 7,068 

36.M2 

MW 

II. J61 
49.4W 
ie,304 
<►,61 4 

4 3,06/ 


sun 

A* 

At 

A* 

tJ 

CA 

k o 

CT 

X 

X 

n 

GA 

Hi 

IA 

ID 

IL 

W 

85 

O 

14 

M4 

U> 

Ml 

Mi 

MW 

Mu 

Mb 

U 

H 

110 

lit 

Hfi 

HI 

IIM 

MV 

Mr 

nil 

!«* 

P* 

t* 

ii 

sc 

so 

?W 

!X 

in 

Y4 

Y1 

*A 

A 

*V 

W* 

US 




2m 

411 
20.040 
2M70 
1 5,46/ 

iMT* 
7M*1 
?.?68 
4,776 
00.501 
1H, 611 
4.03/ 
i MW ; 

V** 

03,11* 

47,40. 

7/.&OJ 

35,545 

14,4/S 

71,341 

h» 

Afcl.H 

W»» 

49,474 

111,316 

M?9 

47,195 

«5i 

1 S.6SA 

/.9W 

49,64 1 

M>31 
5,554 
11 If, 96/ 
im ,6*9 

«UW 

»w? 

B/rilt 

B.914 

>6.976 

6,54/ 

IM4V 

116,163 

7,114 

MJM 
71,144 
IS, 745 
M,94* 
7,155 
tj6 14.77) 




14,60% 

bm 

49,655 
6.540 
V641 
11/, 99/ 
**,«,/ 
36,734 

Aim 

6,141 

17,404 

6,lf0 

I5.W 

1 37,011 

MJ| 

71,744 
16.885 
10,0/ J 
7.9/3 

1,611,941 


7064 

7009 


7010 

2911 

698 

716 


Ml? 

M 

34,611 

36,775 


7f,6« 

74,611 

2**584 

74 4/7 


75 110 

J4.//B 

1 M<*» 

1^1/5 


MxOH 1 

ft. 146 

170,119 

1*6,549 


11?, 83b 

MM# 

17,M1 

W*/ 



I7*0M 

M,5!» 

A*ii 


JMH 

7M35 

1,765 

w> 


7.4W 

7,7/3 

4,607 

5 DIB 


4 r UB 

4,956 

81,1111 

61.177 


63,4/1 

RJrlt Iff 

I9./63 

11 414 


17 r ltf, 

M'UH 

4,010 

4.(43 


3,184 

1.3?/ 

M#Sf 

ll*V83 


UiW? 


6J114 

MW 


W>J 

6,131 , 

t*.M« 

»V*«I 


JftW 

Pi^43 

44,451 

47*973^ 


49*739 

4y.734 

31.0/7 

73,575 


37.760 

73.178 

35 491 

74,514 


35,946 

35,104 

.14 ,601 

15,061 


13,061 

14 771 

45,95'/ 

46,469 


«VM 

A/,7)l 

/*.5oa 

26,595 


/mBu 

37^89 


6,770 


M*» 

6*9^6 

*mul~ 

46,640 


«WZ® 

4we 


V, YM 


17,061 

Tl.W 

11.16/ 

57,469 


57.114 

41.965 

17.697 

16,476 


18,510 

16,476 

/Jb) 1 ) 

6.91,4 

6.9*3 

6,809 

43.16/ 

4 l,V5'3 


0,M> 

41,406 

0,318 

6,114 


A,49> 

4.154 

*>lW 



IVA74 


6,90 1 

MJ? 


mt 

7,661 

S0.779 

59,517 


*».»» 

51*707 

6 679 

M/7 


r N ror 

6.585 

5,597 

5 755 

5847 

4^100 

117.905 

116,70/ 


116.037 

11 7.H/7 

97.11 1 

97,7*9 


97JI7U 

VI. 051 

79,619 

79,747 


29,479 

79 245 

«.W 

I7.ji6 


17,291 

11,175 

67,113 

0M46 


86,896 


6,644 

6,461 


H.694 

8.764 

16/1/7 

16,551 


18.814 

19,160 

5,941 

7,117 


6.9 16 

1,810 

16,7/A 

16*111 


I/.4/7 

15,779 

133.147 

176,664 


179,010 

U7,700 

LS) 

8.076 


7,461 

5.811 

11.471 

1M2SL 


”r$» 


Mil 

• w» 


U7i 

MW 

37.7M 

21,771 


71*909 

71*877 

17.215 

15.470 


U 864 

14,474 

10 65? 

III, 7S« 


7,16/ 

6.119 

3.991 

3,9/4 


3.965 

7.915 

1,641,601 

1.641,959 


1.661,445 

1.646,102 


Chttp7/k^i6criAfn;h^idotiQU,fiIa.iYunliiR3^cum/^i3/u^/8.i_qb hibli ^musl 


N^.CVH^Qmi^IrrtfiWt^v^TfcNffvvcw^l nitlnhf^tV OJtwJty Iftanciro ad-d«iw*/r(v»n K^uiVrt- il/^rn irw/ri V 


1V73 


IBfcrjDU 


CMfvwd HJtmfuutiCa&uy firwimj *d0*i^»l4»>ntinll<iW£Wi»lMJ0ll| ft* hdM* J Krf«i r«i^ Tu«lrt> < 


109 . 


TABIE 3 AVERAGE NUMBER Of CERTIFIED NURSING EACH ITT BEOS IN THE U S. 
BY CALENDAR Ytil 


AC 

Al 

A* 

A7 

;ca 

CO 

[ci 

OC 

Of 

II 

LA 

H» 

U 

4 ) 

ft 

KT 

IA 


Mf 


WS 

M r 

IK 

HO 

M 

MM 

HJ 

MM 

f(V 

MY 


i<* 

* 

w 

V 

so 

IN 

ll 

s 

ft 

Wl 


III 

2006 

J 1.6 

1186 

tOA.O 

984 

mi 

41 * 1 

1 10 6 

104 1 

11 / 3 

a# 

&i 

200 * 

49 9 

11/4 

104 1 

130 3 

?M 

44.4 

2009 

47 7 
1 W .4 

106 1 

1191 

Si 

121 * 

106 7 

121 7 

111 1 

77 ) 

/to 

21)0 

43.3 

H(k 9 

104.3 

1179 . 

9/7 

»U 

Mil 

47.3 
114 8 
103 2 

nyi 

*/.y 

fl .2 


123 7 

1114 ^ 

17 J 30 

***** ] 

IOH 6 

131 6 

1 1 1 1 

9*3 

121 ft 

\K* 1 

121 1 
1 * 4 * 


MM 

IAA 0 - 


in* I 
mi 

110.2 

HV 7 

106.3 

134 I 
110.9 

J 0 f. 

117 / 

121 7 

110.9 

( 10 . ft 

77,6 

10 / r 

171.4 

1 IA.fr 

yo t 

n tS 

773 

1787 

IJ 4 9 

744 * 

It? 

/14 

7*U 

121.3 

M 2 .) 

7)11 

m» 

123.7 

Ul 6 

mm 

*7 

ucj 

1*4 

>jw 

22 ? 

1 7 ? 3 

UBA 

111 * 

/*/ 

49 9 

134 7 
UIJI 
1764 

63 3 

nn 

64 / 

»M 1 ) 7.1 

ll >6 lilt 

k 

» 

1 

111 s 

/It 
ny i 

1 // 3 

1 11 0 
tf >4 

631 

Ml? 

«V .9 

/!»; 

91 J 

127 0 
1 UI 

0.1 

M? 

/) 3 

Vl.ft 

137 1 

114 / 

MSJ 

/ 4 .S 

91.0 

S 7/1 0 

m .4 

MM 

*jj» 

UO.) 

•JA 

63 V 

mo 

ftl.f 

1 


l ii.H 

1 D 6 2 

10 / 3 

in/, c 

Uhl / 


vn s 

91 (1 

91 / 

91 .U 

91 ./ 

VI j 


n o 

7 / 9 

// 2 

001 

OOil 

* 1.1 


101 1 

103 7 

ID) S 

1040 

104 9 

104 7 

1 

784 

7*4 

/f*t 

7 M 


?>' 


/?* 

m 

77 / 

n n 

tM 

txf 

1 

93 0 

911 

111 

HJI 


•?• 


142 7 

1404 

14 ? 1 

141 * 

141 * 

MVP 

1 

93 4 

93 1 

9 M 

903 

938 

46 5 

J 

119 3 

1182 

1 70.4 

1 16 H 

no? 

1 1 /.(> 


183.7 

m l 

143 0 

190 ? 

it / 1 

IBKO 

1 

1*1 _ 

9 / 1 

97 4 

9641 

9 M 

964 

► 

8 M. 

«7 

97 D 

97 3 

917 

► 

W 



W 9 

194 

* 8 ) 


123 ) 

172 * 

174.3 

MAT 

174 9 

173.0 


102 7 

101 2 

10 ) t 

10)4 

107 3 

10 ).) 


104 1 

103 9 

10 * 1 

106 9 

104 9 

104 3 

1 

i.l 1 

(A \ 

61 1 

6 6 / 

67 f. 

A) 

1 

ns./ 

II J V 

lib 2 

116 * 

IIHU 

Hi..* 


U> 8 ft 

1 ( 7 ) b 

II 9.1 

no* 

m o 

1 10 *> 


•29 

*11 

*M 

0 V 6 

II > 

t/l 

1 

HAS 

I 1 J .4 

ill-* 

Ml 4 

iyo 

117,31 


•4 4 


MI 

B 7 P 

*Mf 

II ) 

1 

VI 1 

*Il« 

k VM 



KJ* 

1 

91 r. 

*3 1 

94.0 

42 7 

VI 3 

907 

4 

02.0 

flU 

Al.) 

• 13.2 

ft. K 

* 9.1 

i 

HI < 

7 J 1 2 

26 ./ 

/*) 

/h .0 

7/.7 

\ 

10745 

107.9 

IMJ 

108.4 

108,4 

1083 


HiUn.//VnisCTfamilvftrtimlHlitin.lil>->.^ i>1mrt!!.wiu/AJnAi<i/B [ i ;r- tflljf .Lungt 


Iflpiftr/ipnmiraMt'tfcl t’ntltvft'nwiKi iu»«^ts=4ty apply %rni tiry 50 1 1/ 


1131 


